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Cost for a Family of 3 1999 2003 %Chg 1999 2003 %Chg 1999 2003 %Chg 1999 2003 %Chg

Enrollee Premium $460 $460 0% $1,440 $1,910 33% $0 $0 0% $1,620 $2,740 69%

Other Out-of-Pocket $211 $249 18% $360 $850 136% $1,139 $1,304 14% $1,410 $1,490 6%

Total Out-of-Pocket $671 $709 6% $1,800 $2,760 53% $1,139 $1,304 14% $3,030 $4,230 40%

Government Cost $5,232 $7,496 43% $4,170 $5,720 37% $5,232 $7,496 43% $4,170 $6,490 56%

Total Cost $5,903 $8,205 39% $5,970 $8,480 42% $6,371 $8,799 38% $7,200 $10,720 49%

Enrollee Share of Total 11% 9% 30% 33% 18% 15% 42% 39%

Govt Share of Total 89% 91% 70% 67% 82% 85% 58% 61%

* Per Checkbook Magazine

FEHBP Kaiser Mid-
Atlantic*

TRICARE Standard/ 
Extra NADD < 65

FEHBP Blue Cross 
Standard*NADD < 65

TRICARE Prime 

TRICARE Compared to                  
Other Health Plans
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Estimated Trends in 
Private Sector Care
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Retiree under age 65 
user trend estimated to 

grow from  64%  to 87% 
from FY01 - FY11
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Beneficiary Share

Percent of DHP Health Care Expenditures by Beneficiary Group
With <65 Enrollment Approaching 90% by 2009 - Increase Limited to MCSC
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Past and Projected 
Resources for the 

Military Medical System

Source: Congressional Budget Office.

(Billions of 2005 dollars)
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DHP Financial 
Challenges

• Price and Program
– Increased number of beneficiaries using system
– Increased beneficiary demand
– Health care inflation

• Congressional Issues
– Reserve health care benefit
– Lack of flexibility to align resources between Direct 

Care (MTFs) and Private Sector Care to reflect where 
care is provided

• Readiness
– Military to civilian conversion within DHP
– Global War on Terrorism
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Cost Control Initiatives

• Implementation of new Health Care Contracts to 
improve contract management and reduce cost 
volatility

• Begin implementation of Prospective Payment 
System that uses performance-based budgeting 
focusing on the value of outputs rather than the 
cost of inputs for health care services provided in 
the Direct Care System

• Partial implementation of Federal ceiling pricing 
in Retail Pharmacy Network
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POM/BES FY 2006-2011 
Key Issues

• Pay me now......and pay me later…Future health 
care cost growth is a significant Department issue

• Military health benefit is extremely rich
• New benefit expansions proposed by Congress 

cannot be funded without dramatic incursions into 
Service line budgets

• To meet the proposed funding targets, military 
treatment facilities must become more efficient 
and fiscally accountable
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Navy’s Strategic Vision 
versus 

Fiscal Realities



Achieving the CNO’s Vision: Instilling a Culture of 
Improved Productivity
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Productivity  = Output/Cost

Productivity =    Output/    Cost



“The object is to get people 
into the business of 
thinking about the cost of 
operating.  In the fleet, the 
mindset has been 
historically to ‘Give us a 
mission and we will 
execute it and to let 
somebody else worry 
about the cost.’ But we 
have to consider the cost.”

-Admiral Fallon



“Salaries and 
benefits for troops 

and Defense 
Department civilian 

employees 
threaten to 

squeeze other 
Pentagon 

programs such as 
weapons buying, 

facility 
maintenance and 
modernization.”

-Navy Times



Admiral Vern Clark, 
Chief of Naval 
Operations has 
directed his fleets to 
find what the true 
manning level should 
be as the Navy 
restructures itself.  
The Navy faces a 
proposed reduction 
in force of 60,000 
officers and enlisted 
over the next six 
years.
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“Our commitment has been this – we’ll spend 
whatever it takes for the people to grow and 
develop the people who have committed their life 
to defend the principles and the values that this 
nation believes in.  But having said that, I don’t 
want to spend a nickel for somebody that we 
really don’t need.”

ADM Vern Clark
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New Sheriff in town!
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ADM Mullen’s 2005 
Guidance

• Sustain current 
readiness  

• Build a fleet for the future   

• Transform our personnel 
system 
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VADM Mullen states “We need to figure  
out how much Navy Medicine should be costing us.”

VADM Mullen’s Message 
at All Flag Officers 
Meeting April 2003
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“I’m going to recapitalize the Navy because I  need a 
Fleet.  If we don’t recapitalize we will have great 
medical care but  no Navy”

Followed by probing questions – “Should we downsize 
Navy Medicine because it costs too much?”

ADM Mullen’s Message to 
the Three and Four Stars 

July 2005
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ADM Mullen’s 
Presentation to the EBC 

on 22 Aug 2005
• “Right now healthcare is out of control.  

The big reason is it lacks line uniformed 
involvement who have been left out of the 
loop.”

• “We need to ask ‘What resources should a 
mission require?’”

• “We must seek and attain more efficient use 
of resources to generate more product.”
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The Portsmouth Experience
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Step by Step

1. Set Workload Standards
2. Monitor Productivity
3. Improve Data Accuracy
4. Recapture Network Care 
5. Improve the Value of Care
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Benchmarked 
Workload Standards

690075% Academic '01, '02, MGMA1750 per YEARVascular

560075% Academic '98, '01, '02, MGMA2400 per YEARPlastic Surg

N/DCamp Pend Provider Productivity Oct '034750 per YEAR (23 per 
DAY)

Chiropractor

7300Priv Prac median ’98, ’01, ‘02 MGMA 3300 per YEAROrtho Sports

985075% Academic '98, '02, MGMA2750 per YEAROrtho Spine

7300Priv Prac median ’98, ’01, ‘02 MGMA  3600 per YEAROrtho Hand

7000Priv Prac median ’98, ’01, ‘02 MGMA  3450 per YEAROrtho Gen

740075% Academic '98, '01, '02, MGMA4550 per YEAROphth

620075% Academic '98, '01, '02, MGMA2850 per YEARUrology

625075% Academic '98, '01, '02, MGMA1850 per YEARGeneral Surg

580075% Academic '98, '01, '02, MGMA2950 per YEARENT

425075% Academic '98, '01, '02, MGMA3450 per YEARPodiatry

780075% Academic '98, '01, '02, MGMA1600 per YEARNeurosurgery

Surgery

RVU'sBenchmark SourceENCOUNTERSClinic
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Trident Tool

000000000Authorized Referrals
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BP 
FTEAllergy BABAClinic
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SPMS Accuracy
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SPMS Accuracy
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Currently 27 Prime 
Network Patients

Discharge Notes:

6/16/05 Unable to extubate x3, will receive trach on this date anticipate being able to transfer after 4-5 days. Arrythmia controlled 
by one med. less of a problem at this point.

Provider Notes:

Expect to be able to transfer by 6/21/05, mother requesting humanitarian transferTransfer Potential:

S/P correction of cardiac defect 5/13/05. 6/8/05 Rhythm disturbances under control but has difficulty maintaining airway, still 
intubated. ? abnormality on CT bleed, vs cyst, will be considered for transfer either to Bethesda or NMCP in the next few 
days if condition stays stable. Will require hospitalization for weeks.

Care Provided/Plan:

Ostium Secundum Type Atrial Septal Defect Has CCC syndrome Dandy Walker Malformation, Shunt 4/25 and correction of 
cardiac defect 5/10/05 Surgery delayed due to septicemia.

Diagnosis:

Children's Medical Center Washington, DCFacility:

NoClaim Notification:

47LOS:

137/3.3DRG LOS:

05/04/20Admit Date:

01/XXX-XX-XXXXFMPSSN:

2/7/2005 12:00:00 AMDOB:

Pediatrics

Patient Category: ADFM Deferred by MTF: YesPatient “X”

Patient StatusPatient Information
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Deferrals
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Value of Care
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NMCP Orthopedic 
FY05 Business Plan

JAN FEB MAR APR MAY JUN TOTAL
652,405$         622,947$          782,828$           732,992$      687,648$       833,820$        4,312,640$    

16,146$         
104,263$       

4,002,617$    
4,123,026$    

Labor Costs associated w/Res & Interns 323,157$       
Total Clinic Expenses minus Int/Res labor 3,799,869$    

6 months: 
12 months:

If the "Value of Care" is less than or equal to the "Total Clinic Expenses" please explain how you will bring them into alignment.

Jan Feb** Mar Apr May Jun
3454 3479 2904 2616 2616 2616
2102 2108 2391 2239 2210 2622

60.9% 60.6% 82.3% 85.6% 84.5% 100.2%

12.1 12.1 10.1 9.1 9.1 9.1
7.4 7.3 8.3 7.8 7.7 9.1

(4.7) (4.8) (1.8) (1.3) (1.4) 0.0

7051 7058 5892 5308 5308 5308
5690 5624 6473 6201 5401 7313

80.7% 79.7% 109.9% 116.8% 101.7% 137.8%

6 1 1 5 5 6

RVU Source- DQ & Statistics Webpage, M2
Actual workload- Clinic visits, surgeries, I/P consultations
Actual FTE's- Actual Workload/Established benchmark
**RVU Target changed commencing February to meet new standards

Projected Workload

Source: TRIDENT
Clinic : Ortho 
MEPRS: BEAA/BEA5

$1,025,541.78

FY04

Value of Care:

Clinical Service:  ORTHO/ORTHO HAND/PODIATRY/CHIROPRACTIC
Outpatient MEPRS Code: BEAA/BEA5/BECA/BEC5,BEZA,BEFA

Actual FTE's

New Appointed Referrals

FTE Workload
Delta FTE

RVU Target **
RVU Actual
% RVU

Workload Actual
% Workload

$512,770.89

Profit/Loss (Value of Care - Sum of Total clinic 
Expense )

Direct Expense

Clinical Expenses
Clinical Management
Operation of Utilities

Total Clinic Expenses

Value of Care
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Results
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FY03-05 Non-Active Duty 
Prime Network Deferrals 

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Source: CHCS Deferral Report - pulled 9 Aug  2005
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FY04-05 Network Prime 
Outpatient Purchased 

Care Visits

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Source:  M2 - 09 Aug 05 
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FY04-05 Network Prime Visits 
Breakout (Outpatient only)

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Source:   M2 – 09 Aug 05

0
1000
2000
3000
4000
5000
6000
7000

SEP 31 559 16 147 64 172 1,882 1 495 769 159 56 1,045 858 12 2,845 133 5,316 101 36 1,166 21 208

OCT FY05 34 436 16 101 67 221 2,044 0 117 1,069 106 67 1,075 806 7 3,416 130 5,090 101 32 1,188 7 213

NOV 35 372 22 113 58 262 1,974 5 30 902 162 47 1,090 770 3 3,173 116 5,274 132 178 1,178 18 205

DEC 34 355 13 89 60 252 2,008 2 147 936 110 57 1,118 642 0 2,449 99 4,562 160 738 930 22 270

JAN 41 282 33 118 28 256 1,627 1 76 1,358 182 46 1,108 760 1 2,893 148 5,150 98 1,343 1,057 7 244

FEB 41 350 13 113 14 248 1,609 3 41 1,573 182 48 1,233 890 5 2,715 122 4,947 117 1,342 1,276 13 286

M AR 57 452 13 117 36 248 2,365 3 96 1,225 204 85 1,406 995 4 3,025 162 5,736 125 2,068 1,286 13 293

APR 54 294 22 107 26 219 2,004 2 15 922 186 55 1,166 846 0 2,826 134 5,138 118 1,996 1,358 27 122

M AY 53 312 20 102 20 212 1,866 0 22 886 146 62 1,088 828 1 2,537 128 4,740 83 1,920 760 7 152
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Outpatient Surgery 
Prime Network by CPT

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Sources: FY03-FY04-FY05  M2 – 09 Aug 05  
(CPTs 10021-69990)
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Purchased Care Prime 
Professional Services Costs 

by Date of Care Received

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Sources: M2 – 9 Aug 05 (CPTs 99201-99600)
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Direct Care Outpatient 
Encounters

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Sources: M2 – 9 Aug 05 
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Direct Care Outpatient 
RVUs

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Sources: M2 – 9 Aug 05 
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Direct Care Inpatient 
Dispositions

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Sources: M2 – 9 Aug 05 
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Direct Care Inpatient 
RWPs

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Sources: M2 – 9 Aug 05 
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Business Plans/Staffing
Revenue-generating directorates

• Director, Surgical Services
– 2003:  627 FTE ASSIGNED
– 2005:  614.85 FTE ASSIGNED
– Decrease:  12.15

• Director, Fleet and Family Medicine
– 2003:  757.5 FTE assigned
– 2005:  644.5 FTE assigned
– Decrease:  113 FTE

• Total Decrease:  125.15 FTE
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Overall Impact

$46.0MOverall Impact
$21.0MProductivity Total:

• 14% Increase in Inpatient Productivity from FY03

• 17% Increase in Core Medical Center Outpatient 
Productivity from FY03

Increased Productivity
$16.7M• PBD 712 Conversion Decrease of 90 FTEs

$6.9M• Resource Sharing Decrease of 32 FTEs

$5.8M• Direct Care Decrease of 87 FTEs
Human Capital Strategy
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Network Savings

Savings in 
BAG1 Cost in BAG2 Langley AFB 

PC Cost
Ft. Eustis PC 

Cost
Total MSM PC 

Cost
Cost in 

Network

Close To Standard 
Only $3,615,290.91 $0.00 $0.00 $0.00 $0.00 $14,348,744.26 4 :1

Close to Standard and 
Ret Dep Prime

$5,022,203.56 $3,707,329.77 $650,144.70 $817,155.99 $5,174,630.46 $25,038,580.66 5 :1
Close to Standard and 
All Ret Prime $6,070,389.81 $6,946,336.75 $1,208,521.10 $1,574,392.39 $9,729,250.24 $34,654,652.88 6 :1

Close to Standard All 
Prime but NMCP

$8,723,584.04 $6,946,336.75 $2,595,595.44 $2,560,153.76 $12,102,085.94 $60,973,413.56 7 :1
Close to all but Active 
Duty $10,557,121.54 $19,646,010.50 $2,595,595.44 $2,560,153.76 $24,801,759.69 $65,238,565.17 6 :1

Cost to 
Savings 

Ratio
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Naval Hospital Pensacola

Cumulative Cost Avoidance
Active Duty Referrals Only

$69,381.36

$539,055.12

$815,398.64

$1,510,971.84

$1,900,626.96

$1,094,258.72
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”FIRST AND FINEST”

FY05 Prime Network 
Savings as of 6 Sept 05

Organization Dollars Saved
NMCP $12.4M

TOTAL NAVY MEDICINE ($8M)
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Good to Great
by Jim Collins

“Stockdale Paradox: You must maintain 
unwavering faith that you can and will 
prevail in the end, regardless of the 
difficulties, AND at the same time have the 
discipline to confront the most brutal facts 
of your current reality, whatever they might 
be.”



”FIRST AND FINEST”

Good to Great
by Jim Collins

“We expected that good-to-great leaders would 
begin by setting a new vision and strategy.  We 
found instead that they first got the right people on 
the bus, the wrong people off the bus and the right 
people in the right seats- and then they figured out 
where to drive it.  The old adage “People are your 
most important asset” turns out to be wrong.  
People are not your most important asset .  The 
right people are.”
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Execution
by Bossidy and Charan

“Lots of business leaders like to think that 
the top dog is exempt from the details of 
actually running things.  It’s a pleasant way 
to view leadership: you stand on the 
mountaintop, thinking strategically and 
attempting to inspire your people with 
visions, while managers do the grunt 
work…This way of thinking is a fallacy, 
one that creates immense damage.”



”FIRST AND FINEST”

Good to Great
by Jim Collins

“Those who launch revolutions, dramatic 
change programs, and wrenching 
restructurings will almost certainly fail to 
make the leap from good to great.  Rather, 
the process resembled relentlessly pushing a 
giant heavy flywheel in one direction, turn 
upon turn, building momentum until a point 
of breakthrough and beyond.”
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Questions and Discussion
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Back Up Slides
Orthopedics
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HIGHLIGHTS

41%$204127%$14($0.35)Net Value/rvu

55%$294153%$19($0.47)Net Value/enc

10%$1110.65%$101$101Gross Rev (VOC)/enc

99%26.58%4127%18.82%-0.47%Margin

63%$2,738,0034969%$1,682,529($34,554)Net Value

2%$7,564,3510.27%$7,448,935$7,428,782Total Expenses

15%$10,302,35421%$8,941,680$7,394,255Gross Revenue (VOC)

15%13922121%12083499922Total RVU

5%9281420%8839473569Total Encounters

%ChgFY06 Proj%ChgFY05FY04Component



”FIRST AND FINEST”

PRODUCTIVITY 
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”FIRST AND FINEST”

REVENUE (VOC) BY DIVISION
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Acute Care Ortho
Foot & Ankle
Fracture
Hand
NSN Sports & Chiropractic
Oceana Sports & Chiropractic
Oncology/Tumor
Ortho Pediatrics
Ortho Spine & Chiropractic
Orthopedics NMCP
Orthopedics Same Day
Orthotics
Physical Medicine
Podiatry
Sports
Total Joints



”FIRST AND FINEST”

PROJECTIONS FY06

$2,738,003 $1,914,428 $1,128,719 $343,010 ($442,700)($1,228,409)($2,014,118)($2,799,827)($3,585,536)($4,371,246)($5,156,955)($5,942,664)($6,728,373)Net profit (loss)

$10,302,354 $9,406,049 $8,550,954 $7,695,858 $6,840,763 $5,985,668 $5,130,572 $4,275,477 $3,420,382 $2,565,286 $1,710,191 $855,095 $0 Total revenue

$7,564,351 $7,491,621 $7,422,235 $7,352,849 $7,283,463 $7,214,077 $7,144,690 $7,075,304 $7,005,918 $6,936,532 $6,867,146 $6,797,759 $6,728,373 Total costs

$835,978 $763,248 $693,862 $624,476 $555,089 $485,703 $416,317 $346,931 $277,545 $208,159 $138,772 $69,386 $0 Variable costs

$6,728,373 $6,728,373 $6,728,373 $6,728,373 $6,728,373 $6,728,373 $6,728,373 $6,728,373 $6,728,373 $6,728,373 $6,728,373 $6,728,373 $6,728,373 Fixed costs

74.00 74.00 74.00 74.00 74.00 74.00 74.00 74.00 74.00 74.00 74.00 74.00 74.00 CMAC price/unit

139,221 127,109 115,553 103,998 92,443 80,887 69,332 57,777 46,221 34,666 23,111 11,555 0 RVU Vol/period 

101,845 92,985 84,531 76,078 67,625 59,172 50,719 42,266 33,813 25,359 16,906 8,453 0 Enc Vol/period

SepAugJulJunMayAprMarFebJanDecNovOct

6200 74,401 98,953 Breakeven Point:

ENC/MOENC/YRRVU/YRResults:



”FIRST AND FINEST”

SCORECARD
FINANCE & CUSTOMER

75%Reorg for Ortho centralized OR Scheduling & Fleet Liaison Increase customer satisfaction (as measured by external survey) so that 75% of all 
customers are "somewhat" or "very" satisfied.

Surgical Access to CareCustomer satisfaction

100%Referral Management ProcessRetain 100% of all named accounts throughout the fiscal year.Deferral ManagementCustomer retention

AnnualSupporting InitiativesTargetsMeasuresCustomer Objective Type

Customer Metrics

$7.2MDMLSS, Receipt monitoring, and DMEMaintain clinic and MOR budgets within FY06 quarterly appropriationsOrtho cost center balancesCost Containment

$35KTemplate & Deferral Management & OrthoEMR processingIncrease revenue per outpatient  FTE/month by 36% from $25Kfte/mo to $35K 
FTE/mo

Revenue per FTE/moCost reduction/productivity

5%RTW Program & Ortho Shockwave Therapy5% of revenues will come from new products.% of revenue from new servicesInnovation

13%OrthoEMR and Six Sigma Coding Initiative.13% increase weighted average of RVU/enc from 1.36 to 1.50/enc. Combined with 
FY06 5% increase from FY05 AnnEnc we project an RVU increase from 120000 to 
139860 and a gross revenue increase from $8.9M to $10.3M

Productivity growth - RVURevenue growth and mix

5%Additional Chiropractor. Pending: 2 PA's and a Physiatrist5% increase for FY06 to 93240 annual enc - 4440 enc (370/mo) (14.8 enc/fte/mo) Productivity growth - encountersRevenue growth and mix

AnnualSupporting InitiativesTargetsMeasuresFinancial Objective Type

Financial Metrics


